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a carrier’s systems or services, as iden-
tified in the Carrier Statement re-
quired by CALEA section 104(d), that
do not have the capacity to accommo-
date simultaneously the number of
interceptions, pen registers, and trap
and trace devices set forth in the Ca-
pacity Notice(s) published in accord-
ance with CALEA section 104.

(b) Allowable plant costs shall in-
clude:

(1) The costs of installation, inspec-
tion, and testing of the telecommuni-
cations plant, and inspection after
modifications have been made; and

(2) The costs of direct supervision
and office support for this work for
plant costs.

(¢c) In the case of any modification
that may be used for any purpose other
than lawfully authorized electronic
surveillance by a government law en-
forcement agency, this part permits re-
covery of only the incremental cost of
making the modification suitable for
such law enforcement purposes.

(d) Reasonable costs that are directly
associated with the modifications per-
formed by a carrier as described in
§100.11(a) are recoverable. These allow-
able costs are limited to directly as-
signable and directly allocable costs
incurred by the business units whose
efforts are expended on the implemen-
tation of CALEA requirements.

§100.12 Reasonable costs.

(a) A cost is reasonable if, in its na-
ture and amount, it does not exceed
that which would be incurred by a pru-
dent person in the conduct of competi-
tive business. Reasonableness of spe-
cific costs must be examined with par-
ticular care in connection with the car-
rier or its separate divisions that may
not be subject to effective competitive
restraints.

(1) No presumption of reasonableness
shall be attached to the incurrence of
costs by a carrier.

(2) The burden of proof shall be upon
the carrier to justify that such cost is
reasonable under this part.

(b) Reasonableness depends upon con-
siderations and circumstances, includ-
ing, but not limited to:

(1) Whether a cost is of the type gen-
erally recognized as ordinary and nec-
essary for the conduct of the carrier’s

§100.14

business or the performance of this ob-
ligation; or

(2) Whether it is a generally accepted
sound business practice, arm’s-length
bargaining or the result of Federal or
State laws and/or regulations.

(c) It is the carrier’s responsibility to
inform the Government of any devi-
ation from the -carrier’s established
practices.

§100.13 Directly assignable costs.

(a) A cost is directly assignable to
the CALEA compliance effort if it is a
plant cost incurred specifically to meet
the requirements of CALEA sections
103 and 104.

(1) A cost which has been incurred for
the same purpose, in like cir-
cumstances, and which has been in-
cluded in any allocable cost pool to be
assigned to any final cost objective
other than the CALEA compliance ef-
fort, shall not be assigned to the
CALEA compliance effort (or any por-
tion thereof).

(2) Costs identified specifically with
the work performed are directly assign-
able costs to be charged directly to the
CALEA compliance effort. All costs
specifically identified with other
projects, business units, or cost objec-
tives of the carrier shall not be charged
to the CALEA compliance effort, di-
rectly or indirectly.

(3) The burden of proof shall be upon
the carrier to justify that such cost is
an assignable cost under this part.

(b) For reasons of practicality, any
directly assignable cost may be treated
as a directly allocable cost if the ac-
counting treatment is consistently ap-
plied within the carrier’s accounting
system and the application produces
substantially the same results as treat-
ing the cost as a directly assignable
cost.

§100.14 Directly allocable costs.

(a) A cost is directly allocable to the
CALEA compliance effort:

(1) If it is a plant cost incurred spe-
cifically to meet the requirements of
CALEA sections 103 and 104; or

(2) If it benefits both the CALEA
compliance effort and other work, and
can be distributed to them in reason-
able proportion to the benefits re-
ceived.
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